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i n v e s t m e n t s  i n  i n v e n t o r i e s .  I t  c a n  b e  c l a s s i f i e d  
o n  t h e  b a s e s  o f  c o n c e p t  a n d  p e r i o d i c i t y .  O n  
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w o r k i n g  c a p i t a l  a n d  v a r i a b l e  w o r k i n g  c a p i t a l  
( w h i c h  i s  e i t h e r  s e a s o n a l  o r  s p e c i a l ) .  
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m a n a g e m e n t  m i g h t  l e a d  t o  l a c k  o f  p r o f i t a b i l i t y  
w h i c h  w o u l d  l e a d  t o  i l l i q u i d i t y  o r  f i n a n c i a l  
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crisis. According to Siddiquee & Khan (2009), 
a firm would manage to survive for a 
foreseeable future with the help of proper 
working capital management. If larger firms 
focus entirely on cash management, they 
might have fewer cash sales and the 
seasonality of funds could be affected. 
Raheman & Nasr (2007) stated that, medium-
sized firms are mainly into inventory 
management, while less profitable firms 
engage in credit management and on the 
contrary, bigger firms follow a lenient credit 
policy towards its customers, so that, more 
capital is ploughed into inventory. 
Several studies on working capital 
management and profitability of firms (e.g. 
Filbeck, & Krueger, 2005; Raheman & Nasr, 
2007; Vedavinayagan, 2007; Samiloglu & 
Demirgunes, 2008; Amargit, Nahum & Neil, 
2010; Hayajneh & Yassine; 2011) suggest 
improved profitability from improved working 
capital investments and concentrated on large 
firms operating within well-developed money 
and capital markets of developed economies. 
Findings from these studies become difficult 
to generalize for small-sized companies in 
developing economies like Nigeria, where 
firms mostly rely on finance from 
shareholders, trade-credits and short-term 
bank loans to finance their needed investments 
in working capital. This study, therefore, seek 
to find out the nature of the relationship 
between working capital management and 
profitability of firms in emerging economies 
like that of Nigeria. 
Literature Review 
This section provides a review of the literature 
on the dependent variable (net operating 
profit) and its determinants (liquidity, debt and 
cash conversion cycle). 
Liquidity and -Profitability 
Liquidity ensures short-term survival i.e. the 
immediate survival of the company. It also 
tells you if a firm has enough cash to meet its 
obligations. According to Pandey (2005), lack 
of liquidity can lead to insolvency. 
Profitability on the other tells you whether the 
company is sustainable, if it will keep 
functioning. It ensures long-term survival of 
the fitm. 
Eljelly (2004) tested the relationship between 
profitability and liquidity measures for 27 
Saudi companies, from three non-financial 
sectors, over the period 1996-2000. The 
independent variables used in the regression 
models as measures of liquidity were the 
current ratio and the cash conversion cycle 
(CCC). Size was included as a control 
variable. The dependent variable was 
measured using net · operating income before 
depreciation deflated by sales. The overall 
results showed that liquidity measures are 
significant and have negative relationship with 
profitability, and the importance of those 
measures differ across industries. 
Raheman & Nasr (2007) studied the effects of 
selected working capital management (WCM) 
and liquidity measures on the profitability of 
94 Pakistani companies listed on Karachi 
Stock Exchange over the period 1999-2004. 
They ran pooled least squares and generalized 
least squares regression models with cross 
section weights to test the relationship 
between profitability; the dependent variable, 
measured as the net operating income deflated 
by total assets and the following independent 
variables; the receivables conversion period 
(RCP), the inventories conversion period 
(ICP), the payables deferral period (PDP), the 
cash conversion cycle (CCC), and the current 
ratio (CR). They also used size, leverage, and 
the ratio of financial assets to total assets as 
control - variables. The results showed 
significant and negative relationships between 
profitability and all working capital 
management (WCM) and liquidity measures. 
Furthermore, size showed a significant and 
postttve relationship with profitability, 
leverage and the ratio of financial ·assets to 
total assets showed significant and negative 
sign with profitability. 
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D e b t  a n d  P r o f i t a b i l i t y  
D e b t  r e f e r s  t o  a n y  a m o u n t  o f  m o n e y ,  s e r v i c e  
o r  a n  i t e m  o f  p r o p e r t y  t h a t  i s  o w e d  t o  a n  
i n d i v i d u a l ,  g r o u p  o r  g o v e r n m e n t .  D e b t  a s  a  
t e r m  h a s  a  s t r o n g  e f f e c t  o n  t h e  p r o f i t a b i l i t y  o f  
a  f i r m .  C a p i t a l  s t r u c t u r e  t h e o r y  b y  M o d i g l i a n i  
&  M i l l e r  ( 1 9 6 3 )  s t a t e s  t h a t ,  w h e t h e r  a  f i r m  
u s e s  m o r e  o f  d e b t  t h a n  e q u i t y  o r  e i t h e r  1 0 0 %  
d e b t  o r  1 0 0 %  e q u i t y ,  t h e  v a l u e  w i l l  n o t  b e  
a f f e c t e d  e x c e p t  f o r  t h e  d e d u c t i b i l i t y  o f  i n t e r e s t  
p a y m e n t s  w h e n  c a l c u l a t i n g  t a x a b l e  i n c o m e .  I n  
o t h e r  w o r d s ,  a  f i r m ' s  v a l u e  w i l l  b e  m a x i m i z e d  
w h e n  i t  e m p l o y s  m o r e  o f  d e b t  i n  i t s  c a p i t a l  
s t r u c t u r e  t h a n  e q u i t y .  W h e n  d e b t  i s  u s e d  i n  t h e  
c a p i t a l  s t r u c t u r e ,  t h e  a v e r a g e  c o s t  o f  c a p i t a l  i s  
r e d u c e d  a n d  p r o f i t a b i l i t y  e n h a n c e d  
( M o d i g l i a n i  &  M i l l e r ,  1 9 6 3 ) .  
T h e  u s e  o f  h i g h  l e v e l s  o f  d e b t  i n  t h e  c a p i t a l  
s t r u c t u r e  l e a d s  t o  a n  i n c r e a s e  o r  d e c r e a s e  i n  
s h a r e h o l d e r s  r e t u r n .  D e b t  i s  a l w a y s  d e s i r a b l e  
i f  a  f i r m  a c h i e v e s  r e l a t i v e l y  h i g h  p r o f i t s  a s  i t  
r e s u l t s  i n  h i g h e r  r e t u r n s  t o  s h a r e h o l d e r s .  I f  a  
f i r m  i n c u r s  a  m a j o r  r e d u c t i o n  i n  i n c o m e ,  
e m p l o y i n g  m o r e  d e b t  i n  t h e  c a p i t a l  s t r u c t u r e  
w i l l  b e  d e t r i m e n t a l  a s  t h e  f i r m  w o n ' t  b e  a b l e .  
t o  c o v e r  t h e  c o s t  o f  d e b t .  T h a t  i s ,  t h e  
r e l a t i o n s h i p  b e t w e e n  d e b t  a n d  p r o f i t a b i l i t y  o f  a  
f i r m  i s  s i g n i f i c a n t  b u t  c a n  b e  n e g a t i v e  ( O g b u l u  
&  E m e n i ,  2 0 1 2 ) .  D e b t  i s  a  f i n a n c i n g  s t r a t e g y  
d e s i g n e d  t o  i n c r e a s e  t h e  r a t e  o f  r e t u r n s  o n  
o w n e r s '  i n v e s t m e n t  b y  g e n e r a t i n g  a  g r e a t e r  
r e t u r n  o n  b o r r o w e d  f u n d s  t h a n  t h e  c o s t  o f  
u s i n g  t h e  f u n d .  I t  w o u l d  b e  p o s i t i v e  i f  r e t u r n s  
o n  a s s e t  ( R O A )  a r e  g r e a t e r  t h a n  t h e  p r e - t a x  
i n t e r e s t  n i t e  p a i d  o n  t h e  d e b t .  N e g a t i v e  d e b t  
o c c u r s  w h e n  a  f i r m  g e n e r a t e s  a  r e t u r n s - o n -
a s s e t  t h a t  i s  l e s s  t h a n  t h e  p r e - t a x  i n t e r e s t  o n  
d e b t .  ·  
A c c o r d i n g  t o  H a y a j n e h  &  Y a s s i n e  ( 2 0 1 1 ) ,  t h e  
u s e  o f  d e b t  r e d u c e s  t h e  a m o u n t  o f  t a x  t o  b e  
p a i d  b y  a  f i r m  a n d  i n c r e a s e s  t h e  r e t u r n s  t o  
s h a r e h o l d e r s .  B e s i d e s  t h e  a d v a n t a g e  o f  t a x ,  
c o s t  o f  u s i n g  d e b t  i s  g e n e r a l l y  l o w  a s  
c o m p a r e d  t o  e q u i t y  d u e  t o  t h e  l o w e r  r i s k  
a s s o c i a t e d  w i t h  d e b t  a s  d e b t - h o l d e r s  h a v e  t h e  
f i r s t  c l a i m  i n  t h e  c a s e  o f  i n s o l v e n c y .  D e b t  a l s o  
m a k e s  p l a n n i n g  e a s y  b e c a u s e  i n t e r e s t  c o s t  o n  
d e b t  i s  f i x e d  w h i c h  g i v e s  r o o m  f o r  e f f i c i e n t  
p l a n n i n g  a s  t h e  c o s t  w i l l  b e  k n o w n .  T h o u g h  
d e b t - u s a g e  h a s  i t s  s h a r e  o f  b e n e f i t s ,  i t  d o e s n ' t  
c o m e  w i t h o u t  c o s t s .  I t s  m a j o r  c o s t s  i n c l u d e  
b a n k r u p t c y ,  a g e n c y  c o s t s  a n d  l o s s  o f  
f l e x i b i l i t y .  T h e  u s e  o f  d e b t  a s  a  s o u r c e  o f  
c a p i t a l  i n  r e l a t i o n  t o  p r o f i t a b i l i t y  s h o u l d  b e  
d o n e  i n  l i n e  w i t h  i t s  b e n e f i t s  a n d  r e s u l t a n t  
c o s t s .  I t s  u s a g e  a f f e c t s  p r o f i t a b i l i t y  o f  a  f i n n .  
A n  e f f i c i e n t  m a n a g e m e n t  o f  d e b t  w o u l d  
i n c r e a s e  f i r m  p r o f i t a b i l i t y .  T h e  u s e  o f  d e b t  i n  
t h e  s h o r t - r u n ,  t e n d  t o w a r d s  p r o f i t a b i l i t y  b u t  i n  
t h e  l o n g - r u n ,  i n c r e a s e  i n  t h e  u s a g e  o f  d e b t  t e n d  
t o  n e g a t i v e l y  a f f e c t  p r o f i t a b i l i t y .  
C a s h  C o n v e r s i o n  C y c l e  a n d  
P r o f i t a b i l i t y  
S h i n  &  S o e n e n  ( 1 9 9 8 )  i n v e s t i g a t e d  t h e  
r e l a t i o n s h i p  b e t w e e n  t h e  c o m p a n y ' s  n e t  t r a d e  
c y c l e  ( N T C )  a n d  i t s  p r o f i t a b i l i t y  u s i n g  a  
C o m p u s t a t  s a m p l e  o f  5 8 , 9 8 5  c o m p a n y - y e a r  
o b s e r v a t i o n s  o v e r  t h e  p e r i o d  1 9 7 5 - 1 9 9 4 .  
C o r r e l a t i o n  a n d  r e g r e s s i o n  a n a l y s i s  w e r e  
e m p l o y e d .  T h e  n e t  t r a d e  c y c l e  i s  b a s i c a l l y  
e q u a l  t o  t h e  C C C  w h e r e b y  a l l  t h r e e  
c o m p o n e n t s  o f  t h e  C C C ;  t h e  r e c e i v a b l e s  
c o n v e r s i o n  p e r i o d ,  t h e  i n v e n t o r i e s  c o n v e r s i o n  
p e r i o d  a n d  t h e  p a y a b l e s  d e f e r r a l  p e r i o d ,  a r e  
e x p r e s s e d  a s  a  p e r c e n t a g e  o f  s a l e s .  T h i s  i s  
d o n e  b e c a u s e  t h e  d e n o m i n a t o r s  f o r  t h o s e  t h r e e  
c o m p o n e n t s  a r e  d i f f e r e n t  w h i c h  m a k e s  t h e  
a d d i t i o n  n o t  r e a l l y  u s e f u l .  T h e  P o o l e d  a n d  
C r o s s - s e c t i o n a l  r e g r e s s i o n  m o d e l s  r a n  
i n c l u d e d  t h e  l e v e l s  a n d  c h a n g e s  i n  t h e  
f o l l o w i n g  i n d e p e n d e n t  v a r i a b l e s  b e s i d e s  N T C ;  
t h e  c u r r e n t  r a t i o ,  t h e  t o t a l  d e b t  t o  t o t a l  a s s e t s  
r a t i o ,  a n d  s a l e s  g r o w t h .  T h e y  t e s t e d  t h e  
r e l a t i o n s h i p  b e t w e e n  t h o s e  i n d e p e n d e n t  
r~~ ~ H H ?  dfzDo~ ~#iCs-; 
p r o f i t a b i l i t y  a n d  s t o c k  r e t u r n s .  P r o f i t a b i l i t y  
w a s  m e a s u r e d  a s  o p e r a t i n g  i n c o m e  m i n u s  
d e p r e c i a t i o n  d e f l a t e d  b y  e i t h e r  t o t a l  a s s e t s  o r  
t o t a l  s a l e s .  T h e  r e s u l t s ,  u s i n g  t h e  l e v e l s  a n d  
c h a n g e s  o f  d e p e n d e n t  a n d  i n d e p e n d e n t  
v a r i a b l e s ,  s h o w e d  t h a t  a  ·c o m p a n y  w i t h  a  s h o r t  
N i g e r i a n  A c a d e m y  o f  M a n a g e m e n t  J o u r n a l  8 0  _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  _  
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NTC is more profitability and has a higher 
stock return. The results also showed that 
profitability is significantly negatively related 
to the cunent ratio and leverage, and 
significantly positively related to sales growth. 
Deloof (2003) investigated the relationship 
between WCM measures and profitability for 
a sample of 1009 large Belgian non-financial 
companies over the period 1992-1996. He 
used regression models with fixed effects! and 
OLS regressions with dummy variable for 
time and industries. The dependent variable 
was measured using gross profit deflated by 
(total assets minus financial assets). The 
results for the regression models estimated 
with fixed effects showed that profitability 
increases with the increase in company size, 
sales growth, and fixed financial assets ratio. 
The CCC was not significant and showed a 
negative sign. 
Eljelly (2004) tested the relationship between 
profitability and liquidity measures for 27 
Saudi companies, from three non-financial 
sectors, over the period 1996-2000. The 
independent variables used in the regression 
models as measures of liquidity were the 
cunent ratio and the CCC. Size was included 
as a control variable. The dependent variable 
was measured using net operating income 
before depreciation deflated by sales. The 
overall results showed that besides liquidity as 
earlier reported above, CCC was found to be 
significantly associated with a firm's 
profitability. 
Methodology 
The cross-sectional survey research design 
was adopted in the study because the data 
were collected at a particular point in time. 
The population of the study is made up of the 
220 companies listed on the floor of the 
Nigerian Stock Exchange as at 31st December, 
2011. 
The cluster sampling technique was 
adopted in this study. This was complemented 
with the simple random sampling technique. 
The reason for the choice of the cluster 
sampling technique is that the population of 
study (the 220 firms listed on the Nigerian 
Stock Exchange) is distributed in eleven 
clusters/sectors. Cluster sampling technique 
will therefore make for proportional selection 
of samples such that the number of subjects 
selected from each region will represent its 
share of the entire population. For each 
company in a given cluster/sector to have 
equal chance of being selected, the simple 
random sampling technique was then 
introduced to anive at a sample of 142 
compames. 
The data for the sampled firms were sourced 
from the Nigerian Stock Exchange Fact Book 
and the annual reports and accounts of the 
respective firms as at 31 51 December, 2011. 
The choice of the year 2011 is simply because 
of availability of data. The variables in this 
study were measured as follows (1) net 
operating profit before tax was used to proxy 
profitability which is the dependent variable 
and is denoted as NOP, (2) cash was used to 
proxy liquidity and is denoted as LQD (3) 
debtors was used to proxy debt and is denoted 
as DBT and (4) debtors' collection period was 
used to proxy cash conversion cycle and 
denoted as CCC. 
Cross-sectional data of firms for 2009-2011 
was collected for the analysis using an 
Ordinary Least Squares (OLS) regression 
technique with the aid of econometric 
software - SPSS. The reason for using cross-
sectional analysis is because data is kept 
annually in Nigeria for all quoted firms and 
the choice of estimation technique (OLS) is 
because, when used on cross-sectional data, it 
tends to yield an unbiased and consistent 
result. 
Model Specification 
In this study, when testing the relationship 
between working capital management and 
profitability of firms in an emerging economy 
like that of Nigeria, it was done from the 
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p e r s p e c t i v e  o f  t h e  r a t i o n a l  c h o i c e  t h e o r y .  T h e  
r a t i o n a l  c h o i c e  t h e o r y  i m p l i e s  t h a t  a  f i r m  w i l l  
t a k e  d e c i s i o n  a s  t o  w h a t  c o n s t i t u t e s  i t s  c u r r e n t  
a s s e t s  a n d  c u r r e n t  l i a b i l i t i e s  a f t e r  t a k i n g  i n t o  
c o g n i z a n c e  t h e  p o s s i b l e  c o s t s  a n d  b e n e f i t s  o f  
s u c h  a  d e c i s i o n .  T h e r e f o r e ,  w o r k i n g  c a p i t a l  
m a n a g e m e n t  d e c i s i o n  o n  t h e  p a r t  o f  a  f i r m  i s  a  
f u n c t i o n  o f  c o s t s  a n d  b e n e f i t s  ( p r o f i t a b i l i t y )  
a c c r u i n g  f r o m  s u c h  a  d e c i s i o n .  
W C M  =  ( B ,  C )  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ( l )  
W h e r e :  W C M = w o r k i n g  c a p i t a l  m a n a g e m e n t  
d e c i s i o n  
B  = e c o n o m i c  b e n e f i t s  
C  = c o s t  c o m p o n e n t  
R e l a t i n g  t h e  r a t i o n a l  c h o i c e  t h e o r y  t o  
e c o n o m i c  b e n e f i t s  e x p e c t e d  t o  b e  d e r i v e d  b y  a  
f i r m ,  t h e  p o o l e d  r e g r e s s i o n  i s  u s e d ,  w h e r e  t h e  
c r o s s - s e c t i o n  f i r m  d a t a  i s  p o o l e d  t o g e t h e r  i n  a  
s i n g l e  c o l u m n .  
N O P  =  ~
M 
+  inai~ X  +  E  . . . . . . . . . . . . . . . . . .  ( 2 )  
W h e r e :  
N O P  =  N e t  o p e r a t i n g  p r o f i t  f o r  t h e  c o m p a n i e s  
~o =  T h e  i n t e r c e p t  o f  t h e  e q u a t i o n .  
~= C o e f f i c i e n t s  o f  X  v a r i a b l e s  
X  =  T h e  d i f f e r e n t  i n d e p e n d e n t  v a r i a b l e s  
f o r  t h e  w o r k i n g  
T a b l e :  E s t i m a t i o n  o f  C o e f f i c i e n t  
C o e f f i c i e n t  
V a r i a b l e  
c  
1 0 . 7 9 3 4 7  
L Q D  
0 . 1 5 4 8 5 7  
D B T  0 . 0 5 6 1 5 5  
C C C  - 0 . 0 7 4 8 8 6  
R - s q u a r e d  0 . 8 0 5 7 7 9  
A d j u s t e d  R - s q u a r e d  
0 . 8 0 1 2 6 2  
F - s t a t i s t i c  
1 . 7 8 3 0 2 0  
D u r b i n - W a t s o n  s t a t  2 . 1 3 5 3 6 8  
S o u r c e :  E - v i e w s  7 . 0  * s i g n i f i c a n t  a t  5 %  l e v e l  
T h e  a b o v e  t a b u l a r  r e s u l t s  c a n  b e  r e p r e s e n t e d  
i n  a n  e q u a t i o n  f o r m  a s  s h o w n  b e l o w :  
N O P  =  ~o +  ~~ L Q D  +  ~O D B T  +  ~P C C C  +  £  
0 . 1 5 4 8 5 7  0 . 0 5 6 1 5 5  - 0 . 0 7 4 8 8 6  
c a p i t a l  m a n a g e m e n t  o f  c o m p a n i e s  i  a t  
t i m e t .  
E =  T h e  e r r o r  t e r m  
A s s u m i n g  a  l i n e a r  r e l a t i o n s h i p ,  a f t e r  
c o n s i d e r i n g  t h e  w o r k i n g  c a p i t a l  v a r i a b l e s  u s e d  
i n  t h i s  s t u d y ,  w e  c a n  w r i t e  t h e  a b o v e  e q u a t i o n  
( 2 )  i n  a n  e x p l i c i t  f u n c t i o n a l  f o r m  a s :  
N O P  =  ~o +  ~~ L Q D  +  ~O D B T  +  ~P C C C +  E  
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0  ( 3 )  
W h e r e :  
L Q D  = l i q u i d i t y  
D B T = d e b t  
C C C  =  c a s h  c o n v e r s i o n  c y c l e  
~oI ~ 1 ,  ~
O 
a n d  ~
P
• a r e  p a r a m e t e r s  t o  b e  
e s t i m a t e d .  T h e  a p r i o r i  e x p e c t a t i o n  i s  t h a t ;  
~~ >  0 ,  ~O >  0 ,  a n d  ~P >  0 ,  ~4 >  0  
N o t e  t h a t  ' E '  i s  t h e  e r r o r  t e r m .  
R e s u l t  
T h e  t a b l e  b e l o w  s h o w s  t h a t  o u r  m o d e l  f o r  a l l  
t h e  c o m p a n i e s  w a s  a b l e  t o  m e a s u r e  8 0 %  
s y s t e m a t i c  v a r i a t i o n  i n  p r o f i t a b i l i t y  o f  t h e  
f i r m s .  A l l  t h e  c o - e f f i c i e n t  o f  o u r  v a r i a b l e  
l i q u i d i t y  a n d  d e b t o r s  w e r e  s t a t i s t i c a l l y  
s i g n i f i c a n t  a t  5 %  l e v e l  o f  s i g n i f i c a n c e .  T h e  
D u r b i n - W a t s o n  s t a t i s t i c s  o f  2 . 1 4  s h o w s  c l e a r l y  
a n  a b s e n c e  o f  p o s i t i v e  a u t o - c o r r e l a t i o n .  
S t a n d a r d  T  - S t a t i s t i c  P r o b a b i l i t y  
E r r o r  
1 . 3 9 2 5 9 6  7 . 7 5 0 6 1 3  0 . 4 2 7 5  
0 . 0 5 6 3 3 3  2 . 7 4 8 9 6 4  0 . 0 2 0 0  
0 . 0 6 7 2 0 3  0 . 8 3 5 6 0 1  0 . 5 5 2 0  
I  
0 . 0 8 6 8 3 5  0 . 8 6 2 3 9 7  0 . 2 1 0 6  
F r o m  t h e  r e s u l t  i n  t h i s  s t u d y ,  ~
M 
i s  1 0 . 7 9  w h i c h  
s h o w s  t h a t  t h e  v a l u e  o f  p r o f i t a b i l i t y  w h e n  t h e  
v a l u e  o f  l i q u i d i t y ,  c a s h  c o n v e r s i o n  c y c l e  a n d  
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debtors assumed 0 value in log terms. The co-
efficient of Jog liquidity, 0. 15, shows that a 
percentage vanat10n in liquidity level 
generates a 0.5 level percentage change in 
liquidity and it assumes positive value. The t-
statistics which is the test of its robustness is 
statistically significant at 5% level of 
significance. That is, there is a significant 
relationship between a fi rm's profitability and 
its liquidity. 
~O which is the co-efficient of log (debtors) 
being at 0.836 shows that a percentage change 
in value of log debtor generates a 0.056% 
change in our profitabili ty change. It has a 
positive value which shows that profitability 
and t-statistics move in the same direction. 
Our t-statistics of 0.83could not pass our test 
of robustness at 5% level of significance, 
which shows that debtors or the amount of 
debt is not a major indicator of systematic 
variation of firms profitability. Then the co-
efficient of cash conversion cycle CB3) - 0.075 
- shows that a percentage change in the value 
of our cash conversion cycle generates a 
0.075% change in our profi tability level with 
t-statistics being 0.87, could not pass at 5% 
level of significance, which shows that it is 
not a major determinant of a firm's 
profitability. 
R2 shows that our model was able to explain 
81% systematic variation in net operating 
profit and adjusting for degree of freedom was 
able to explain systematic variation in the 
value of our net operating profit. The F-
statistics standing at 1.783 and which is the 
measure of overall goodness of fit shows that 
our model is very robust. The Durbin-Watson 
statistics at 2.1 shows that, the problem of 
auto-correlation has been taken care of. 
The result from the agricultural sector 
shows a positive and significant relationship 
between net operating profit for the companies 
and liquidity; while debt and cash conversion 
cycle was found to be negative and not 
significantly associated with net operating 
profit for the companies. The result from the 
conglomerate sector shows a significant 
relationship between net operating profit for 
the companies and all three independent 
variable (debt, cash conversion cycle and 
liquidity). The regression result from the 
construction/real estate sector reveals that 
there is a significant and positive relationship 
between net operating profit for the 
companies' liquidity; while the reverse is the 
case for debt and cash conversion cycle. The 
regression result from the consumer goods 
sector reveals that there is a significant 
relationship between all the independent 
variable (debt, cash conversion cycle and 
liquidity) and the dependent variable (net 
operating profit); though only cash conversion 
cycle is negative. 
Based on the result for the financial services 
sector, all the independent variables have a 
significant relationship with net operating 
profit except liquidity. Though, only cash 
conversion cycle was found to be negatively 
associated with net operating profit. Result 
from the health sector shows that both cash 
conversion cycle and liquidity are 
significantly associated . with net operating 
profit; and only debt is not significant and 
negatively associated with net operating profit. 
The regression result for the ICT sector show 
that there is a significant relationship between 
all the three independent variables (debt, cash 
conversiOn cycle and liquidity) and net 
operating profit. However, only cash 
conversion cycle has a negative relationship 
with net operating profit. 
The regression result for the industrial sector 
show that only debt and liquidity are 
positively and significantly associated with net 
operating profit; while the cash conversion 
cycle was found to be negatively associated 
with net operating profit and also not 
significant. The regression result for the 
natural resources sector show that all the three 
explanatory variables (debt, cash conversion 
cycle and liquidity) are all positively 
associated with net operating profit. However, 
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o n l y  l i q u i d i t y  h a s  a  s i g n i f i c a n t  r e l a t i o n s h i p  
.  w i t h  n e t  o p e r a t i n g  p r o f i t .  T h e  o i l  a n d  g a s  
s e c t o r  r e p o r t e d  a  p o s i t i v e  a s s o c i a t i o n  b e t w e e n  
n e t  o p e r a t i n g  p r o f i t  a n d  a l l  t h e  t h r e e  
e x p l a n a t o r y  v a r i a b l e s  i n  t h i s  s t u d y .  H o w e v e r ,  
o n l y  d e b t  w a s  s i g n i f i c a n t l y  a s s o c i a t e d .  T h e  
s e r v i c e s  s e c t o r  r e p o r t e d  a  p o s i t i v e  r e l a t i o n s h i p  
b e t w e e n  d e b t ,  l i q u i d i t y  a n d  n e t  o p e r a t i n g  
p r o f i t  b u t  o n l y  d e b t  i s  s i g n i f i c a n t l y  a s s o c i a t e d  
w i t h  n e t  o p e r a t i n g  p r o f i t .  T h e  c a s h  c o n v e r s i o n  
c y c l e  o n  t h e  o t h e r  h a n d  w a s  f o u n d  n o t  t o  b e  
s i g n i f i c a n t  a n d  n e g a t i v e l y  a s s o c i a t e d  w i t h  n e t  
o p e r a t i n g  p r o f i t .  
D i s c u s s i o n  o f  F i n d i n g s  
T h e  r e s u l t  o f  t h i s  s t u d y  s h o w s  t h a t  o n l y  t h e  
l i q u i d i t y  o f  a  f i r m  i s  s i g n i f i c a n t l y  a s s o c i a t e d  
w i t h  i t s  p r o f i t a b i l i t y .  T h i s  r e s u l t  i s  n o t  
s u r p r i s i n g  g i v e n  t h e  g e n e r a l  n o t i o n  t h a t  t h e  
m o r e  r e a d i l y  a v a i l a b l e  f u n d s  a  f i r m  h a s  t h e  
m o r e  p o s i t i o n e d  i t  i s  t o  t a k e  a d v a n t a g e  o f  
i n v e s t i n g  i n  p r o j e c t s  w i t h  p o s i t i v e  N e t  P r e s e n t  
V a l u e s  ( N P V ) .  T h i s  f i n d i n g  i s  i n  c o n s o n a n c e  
w i t h  t h a t  o f  D e l o o f  ( 2 0 0 3 )  w h o  i n v e s t i g a t e d  
t h e  r e l a t i o n s h i p  b e t w e e n  W C M  m e a s u r e s  a n d  
p r o f i t a b i l i t y  f o r  a  s a m p l e  o f  1 0 0 9  l a r g e  
B e l g i a n  n o n - f i n a n c i a l  c o m p a n i e s  o v e r  t h e  
p e r i o d  1 9 9 2 - 1 9 9 6  a n d  f o u n d  a m o n g s t  o t h e r s  
t h a t  t h e  C C C  w a s  n o t  s i g n i f i c a n t  a n d  s h o w e d  a  
n e g a t i v e  s i g n .  A l s o  i n  c o n s o n a n c e  w i t h  t h i s  
r e s u l t  i s  t h e  r e s u l t  f r o m  a  s t u d y  b y  E l j e l l y  
( 2 0 0 4 )  w h o  t e s t e d  t h e  r e l a t i o n s h i p  b e t w e e n  
p r o f i t a b i l i t y  a n d  l i q u i d i t y  m e a s u r e s  f o r  2 7  
S a u d i  c o m p a n i e s ,  f r o m  t h r e e  n o n - f i n a n c i a l  
s e c t o r s ,  o v e r  t h e  p e r i o d  1 9 9 6 - 2 0 0 0  a n d  f o u n d  
a  s i g n i f i c a n t  b u t  n e g a t i v e  r e l a t i o n s h i p  w i t h  
p r o f i t a b i l i t y  a n d  f i r m  l i q u i d i t y .  T h o u g h ,  a l l  t h e  
i n d e p e n d e n t  v a r i a b l e s  i n  t h i s  s t u d y  w i t h  t h e  
e x c e p t i o n  o f  t h e  C C C  w e r e  f o u n d  t o  b e  
p o s i t i v e l y  a s s o c i a t e d  w i t h  p r o f i t a b i l i t y .  
T h e  n e g a t i v e  r e l a t i o n s h i p  b e t w e e n  C C C  a n d  
p r o f i t a b i l i t y  w a s  n o t  s u r p r i s i n g  b e c a u s e  t h e  
l o n g e r  t h e  C C C  t h e  l e s s e r  t h e  c a s h  a v a i l a b l e  t o  
f i r m s  f o r  i n v e s t m e n t  p u r p o s e s .  T h i s  n e g a t i v e  
r e l a t i o n s h i p  i s  i n  a g r e e m e n t  w i t h  t h e  f i n d i n g  
o f  R a h e m a n  &  N a s r  ( 2 0 0 7 ) .  H o w e v e r ,  t h e  n o t  
s i g n i f i c a n t  r e l a t i o n s h i p  b e t w e e n  C C C  a n d  
p r o f i t a b i l i t y  w a s  q u i t e  s u r p r i s i n g .  W i t h  r e s p e c t  
t o  t h e  t e s t  o f  s i g n i f i c a n c e ,  t h e  n o t  s i g n i f i c a n t  
r e l a t i o n s h i p  b e t w e e n  C C C  a n d  p r o f i t a b i l i t y  i s  
n o t  i n  t a n d e m  w i t h  t h a t  o f  R a h e m a n  &  N a s r  
( 2 0 0 7 )  w h o  s t u d i e d  t h e  e f f e c t s  o f  s e l e c t e d  
w o r k i n g  c a p i t a l  m a n a g e m e n t  ( W C M )  a n d  
l i q u i d i t y  m e a s u r e s  o n  t h e  p r o f i t a b i l i t y  o f  9 4  
P a k i s t a n i  c o m p a n i e s  l i s t e d  o n  K a r a c h i  S t o c k  
E x c h a n g e  o v e r  t h e  p e r i o d  1 9 9 9 - 2 0 0 4 .  T h e i r  
r e s u l t s  s h o w e d  s i g n i f i c a n t  a n d  n e g a t i v e  
r e l a t i o n s h i p s  b e t w e e n  p r o f i t a b i l i t y  a n d  a l l  
w o r k i n g  c a p i t a l  m a n a g e m e n t  ( W C M )  a n d  
m e a s u r e s .  T h e  r e a s o n  f o r  t h i s  d i s a g r e e m e n t  i n  
r e s u l t s ,  w i t h  r e s p e c t  t o  t h e  s i g n i f i c a n c e  f a c t o r ,  
m a y b e  a t t r i b u t a b l e  t o  t h e  s m a l l n e s s  i n  t h e  
s a m p l e  s i z e  u s e d  i n  R a h e m a n  &  N a s r  ( 2 0 0 7 )  
s t u d y  w h e n  c o m p a r e d  t o  t h i s  s t u d y .  
M o d i g l i a n i  &  M i l l e r  ( 1 9 6 3 )  a s s e r t i o n  t h a t ,  
w h e t h e r  a  f i r m  u s e s  m o r e  o f  d e b t  t h a n  e q u i t y  
o r  e i t h e r  1 0 0 %  d e b t  o r  1 0 0 %  e q u i t y ,  t h e  v a l u e  
w i l l  n o t  b e  a f f e c t e d  e x c e p t  f o r  t h e  
d e d u c t i b i l i t y  o f  i n t e r e s t  p a y m e n t s  w h e n  
c a l c u l a t i n g  t a x a b l e  i n c o m e  i s  n o t  i n  
c o n s o n a n c e  w i t h  t h e  r e s u l t  f r o m  a  s t u d y  o n  
c a p i t a l  s t r u c t u r e  a n d  f i r m  v a l u e  i n  N i g e r i a  b y  
O g b u l u  &  E m e n i  ( 2 0 1 2 )  w h e r e  i t  w a s  r e p o r t e d  
t h a t  t h e  r e l a t i o n s h i p  b e t w e e n  d e b t  a n d  
p r o f i t a b i l 1 t y  o f  a  f i r m  i s  s i g n i f i c a n t  b u t  c a n  b e  
n e g a t i v e  ( O g b u l u  &  E m e n i ,  2 0 1 2 ) .  I n  t h e i r  
s t u d y  o n  t h e  i m p a c t  o f  w o r k i n g  c a p i t a l  
e f f i c i e n c y  o n  p r o f i t a b i l i t y  o f  J o r d a n i a n  f i r m s ,  
H a y a j n e h  &  Y a s s i n e  ( 2 0  1 1 )  f o u n d  t h a t  
e f f i c i e n t  m a n a g e m e n t  o f  d e b t  i n c r e a s e s  f i r m  
p r o f i t a b i l i t y .  H o w e v e r ,  t h e y  l o o k e d  a t  t h e  
e f f e c t  o f  t i m e  o n  t h e s e  v a r i a b l e s  a n d  
c o n c l u d e d  t h a t ,  t h e  u s e  o f  d e b t  i n  t h e  s h o r t -
r u n ,  t e n d  t o w a r d s  p r o f i t a b i l i t y  b u t  i n  t h e  l o n g -
r u n ,  i n c r e a s e  i n  t h e  u s a g e  o f  d e b t  t e n d  t o  
n e g a t i v e l y  a f f e c t  p r o f i t a b i l i t y .  
W i t h  r e s p e c t  t o  t h e  r e l a t i o n s h i p  b e t w e e n  c a s h  
c o n v e r s i o n  c y c l e  a n d  p r o f i t a b i l i t y ,  E l j e l l y  
( 2 0 0 4 )  r e s u l t  s h o w s  t h a t  b e s i d e s  l i q u i d i t y  a s  
e a r l i e r  r e p o r t e d  a b o v e ,  c a s h  c o n v e r s i o n  c y c l e  
o f  a  f i r m  w a s  f o u n d  t o  b e  s i g n i f i c a n t l y  
a s s o c i a t e d  w i t h  a  f i r m ' s  p r o f i t a b i l i t y .  T h i s  
r e s u l t  i s  n o t  i n  a g r e e m e n t  w i t h  t h e  f i n d i n g  i n  
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this study that the cash conversion cycle of a 
firm is not significantly associated with the 
firm's profitability. The researcher believes 
that this disagreement may be due to the 
smallness in the sample size (only 27 Saudi 
companies) taken by Eljelly (2004) from three 
non-financial sectors. 
Conclusion 
As hypothesized, the study concluded that 
there is a positive and significant relationship 
between working capital management, with 
respect to liquidity, and profitability of firms 
listed on the Nigerian Stock Exchange. This 
explains why the government of the Federal 
Republic of Nigeria through the Central Bank . 
of Nigeria (CBN) emphasizes capital 
adequacy and invariably liquidity in firms, 
especially banks, operating in Nigeria as a 
major policy trust. 
Policy Implication of Findings 
The positive and significant relationship 
between liquidity and profitability of firms in 
Nigeria requires a policy shift on the part of 
the Nigerian government through its relevant 
agencies, for example; the Central Bank of 
Nigeria, with respect to liquidity in the 
economy. 
Likewise, with respect to the not 
significant but positive relationship between 
debt and firm performance in Nigeria, 
managers of businesses in Nigeria need to 
revisit their mindset that debt financing of a 
business is very crucial to the survival of such 
businesses. 
Also, the idea that the shorter the cash 
conversion cycle a firm has the more its 
profitability should be jettisoned when it 
comes to the Nigerian market that is adjudged 
weak-form efficient. This is because, based on 
the result of this study, there is no significant 
relationship between a firm's cash conversion 
cycle and its profitability. This therefore 
means that other explanatory variables like 
firm liquidity amongst others are attributable 
to profitability of firms in Nigeria. 
Policy Recommendation 
Based on the findings in this study, it is 
recommended as follows: 
1. The federal government of Nigeria, 
through her relevant agencies, should 
emphasize optimization of the liquidity of 
firms in Nigeria. This is necessary so as 
to enhance profitability of firms doing 
business in Nigeria. This may be achieved 
by ensuring firms don't have too high or 
too low liquidity, because excessive 
liquidity can be counter-productive 
through accumulation of idle funds that 
don't fetch profits, while insufficient 
liquidity might damage the firm's 
goodwill or even forced liquidation. 
2. Another result of interest in this study is 
that debt is positively associated with 
profitability of firms in Nigeria but not 
significant. This, therefore, means that 
equity financing as is currently practiced 
by quoted companies in Nigeria should be 
encouraged. And the submission of 
Modigliani & Miller (1963) that when 
debt is used in the capital structure of a 
firm it enhances profitability, should not 
be taken seriously in the Nigerian market 
that is weak-form efficient. 
3. The negative and not significant 
relationship between the cash conversion 
cycle and profitability of firms in Nigeria 
simply means that firms in Nigeria should 
not bother much about the time lag 
between the expenditure for the 
acquisition or purchases of raw materials 
and the collections from the debtors on 
account of sales of finished goods or 
services. Honestly, this result is another 
surprising one. It is, therefore, 
recommended in this respect that, this 
result should be taken with a pinch of salt, 
because it might be attributable to the 
nature of the Nigerian capital market 
which as earlier pointed out is weak-form 
efficient. The researcher strongly 
recommends that further studies should 
be carried out in this respect. 
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APPENDICES 
APPENDIX 1: REGRESSION RESULT 
AGRICULTURE SECTOR 
Dependent Variable: 0-PROFIT 
Method: Panel Least Squares 
Date: 08/22/l3 Time: 08:31 
Sample: 2009-2011 
Cross-sections included: 4 








S.E. of regression 




Dependent Variable: 0-PROFJT 
Method: Panel Least Squares 
Date: 08/22/l3 Time: 09:12 
Sample: 2009 20 I I 


















Adjusted R-squared 0.715672 
S.E. of regression 2624I48. 
Sum squared resid 5.51E+l3 
Log likeliho·od -191.9577 






Mean dependent var 
S.D. dependent var 









Mean dependent var 
S.D. dependent var 















t -Statistic Pro b. 
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C O N S T R U C T I O N / R E A L  E S T A T E  S E C T O R  
D e p e n d e n t  V a r i a b l e :  O P R O F I T  
M e t h o d :  P a n e l  L e a s t  S q u a r e s  
D a t e :  0 8 / 2 8 1 1 3  T i m e :  1 9 : 0 8  
S a m p l e :  2 0 0 9  2 0  I I  
C r o s s - s e c t i o n s  i n c l u d e d :  3  
T o t a l  p a n e l  ( b a l a n c e d )  o b s e r v a t i o n s :  9  
V a r i a b l e  
C o e f f i c i e n t  S t d .  E r r o r  
D E B  - 0 . 0 3 1 3 7 2  0 . 0 4 7 4 5 0  
C C C  
- 7 9 3 7 . 7 4 9  6 9 7 8 . 8 2 5  
L I Q  
1 . 2 8 3 8 6 8  0 . 3 8 0 2 3 0  
c  
- 5 0 2 0 5 2 . 2  9 3 2 0 3 2 . 8  
R - s q u a r e d  0 . 9 1 0 8 7 4  M e a n  d e p e n d e n t  v a r  
A d j u s t e d  R - s q u a r e d  0 . 8 5 7 3 9 8  S . D .  d e p e n d e n t  v a r  
S . E .  o f  r e g r e s s i o n  1 6 8 9 4 1 6 .  A k a i k e  i n f o  c r i t e r i o n  
S u m  s q u a r e d  r e s i d  1 . 4 3 E + l 3  
S c h w a r z  c r i t e r i o n  
L o g  l i k e l i h o o d  - 1 3 9 . 1 8 4 4  F - s t a t i s t i c  
D u r b i n - W a t s o n  s t a t  2 . 3 7 4 0 0 2  
P r o b ( F - s t a t i s t i c )  
C O M S U M E R  G O O D S  S E C T O R  
D e p e n d e n t  V a r i a b l e :  0 - P R O F I T  
M e t h o d :  P a n e l  L e a s t  S q u a r e s  
D a t e :  0 8 / 2 6 / 1 3  T i m e :  0 3 : 1 3  
S a m p l e :  2 0 0 9  2 0 1 1  
C r o s s - s e c t i o n s  i n c l u d e d :  1 6  
T o t a l  p a n e l  ( b a l a n c e d )  o b s e r v a t i o n s :  4 8  
V a r i a b l e  
C o e f f i c i e n t  
c  
2 0 6 8 9 0 0 .  
D E B  0 . 2 3 8 4 3 1  
C C C  
- 2 2 9 2 3 . 3 6  
L I Q  
0 . 2 7 6 1 3 4  
R - s q u a r e d  
0 . 5 8 9 6 1 3  
A d j u s t e d  R - s q u a r e d  
0 . 5 6 1 6 3 2  
S . E .  o f  r e g r e s s i o n  
3 8 0 6 7 0 0 .  
S u m  s q u a r e d  r e s i d  
6 . 3 8 £ + 1 4  
L o g  l i k e l i h o o d  
- 7 9 3 . 3 2 9 9  
D u r b i n - W a t s o n  s t a t  
2 . 1 4 3 3 1 1  
S t d .  E r r o r  
1 1 6 8 0 8 6 .  
0 . 1 1 1 4 2 7  
1 0 8 8 9 . 4 2  
0 . 0 4 9 3 6 5  
M e a n  d e p e n d e n t  v a r  
S . D .  d e p e n d e n t  v a r  
A k a i k e  i n f o  c r i t e r i o n  
S c h w a r z  c r i t e r i o n  
F - s t a t i s t i c  
P r o b ( F - s t a t i s t i c )  
t - S t a t i s t i c  
- 0 . 6 6 1 1 6 2  
- 1 . 1 3 7 4 0 5  
3 . 3 7 6 5 5 9  
- 0 . 5 3 8 6 6 4  
t - S t a t i s t i c  
1 . 7 7 1 1 8 8  
2 . 1 3 9 8 0 6  
- 2 . 1 0 5 1 0 4  
5 . 5 9 3 7 3 5  
P r o  b .  
0 . 5 3 7 8  
0 . 3 0 6 9  
0 . 0 1 9 7  
0 . 6 1 3 2  
3 2 7 9 0 2 0 .  
4 4 7 3 7 6 8 .  
3 1 . 8 1 8 7 7  
3 1 . 9 0 6 4 2  
1 7 . 0 3 3 3 8  
0 . 0 0 4 6 7 5  
P r o  b .  
0 . 0 8 3 5  
0 . 0 3 8 0  
0 . 0 4 1 0  
0 . 0 0 0 0  
4 4 8 2 2 3 4 .  
5 7 4 9 4 8 9 .  
3 3 . 2 2 2 0 8  
3 3 . 3 7 8 0 1  
2 1 . 0 7 1 9 6  
0 . 0 0 0 0 0 0  
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FINANCIAL SECTOR 
Dependent Variable: 0-PROFIT 
Method: Panel Least Squares 
Date: 08/26/13 Time: 03:43 
Sample: 2009 20 II 
Cross-sections included: 45 







Adjusted R-squared 0.230476 
S.E. of regression 5.67E+08 
Sum squared resid 4.21E+19 
Log likelihood -2910.516 






Mean dependent var 
S.D. dependent var 





Dependent Variable: 0-PRPFIT 
Method: Panel Least Squares 
Date: 08/26/13 Time: 03:53 
Sample: 2009 2011 
Cross-sections included: 7 







Adjusted R-squared 0.712138 
S.E. of regression 508661.0 
Sum squared resid 4.40E+12 
Log likelihood -303.5092 






Mean dependent var 
S.D. dependent var 




t -Statistic Pro b. 
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I C T  S E C T O R  
D e p e n d e n t  V a r i a b l e :  0 - P R O F I T  
M e t h o d :  P a n e l  L e a s t  S q u a r e s  
D a t e :  0 8 / 2 6 / 1 3  T i m e :  0 4 : 0 6  
S a m p l e :  2 0 0 9  2 0  I I  
C r o s s - s e c t i o n s  i n c l u d e d :  8  
T o t a l  p a n e l  ( b a l a n c e d )  o b s e r v a t i o n s :  2 4  
V a r i a b l e  C o e f f i c i e n t  
c  
8 2 0 8 5 . 7 2  
D E B  0 . 1 9 5 3 2 1  
C C C  
- 1 4 1 8 . 1 1 5  
L I Q  0 . 2 0 5 9 3 7  
R - s q u a r e d  
0 . 8 5 2 9 2 9  
A d j u s t e d  R - s q u a r e d  0 . 8 3 0 8 6 8  
S . E .  o f  r e g r e s s i o n  2 2 0 0 1 9 . 6  
S u m  s q u a r e d  r e s i d  9 . 6 8 E + l l  
L o g  l i k e l i h o o d  - 3 2 7 . 1 0 2 0  
D u r b i n - W a t s o n  s t a t  1 . 4 5 7 9 8 1  
S t d .  E r r o r  
7 1 3 4 8 . 7 3  
0 . 0 1 8 8 5 6  
3 4 5 . 6 9 1 1  
0 . 0 5 4 2 4 6  
M e a n  d e p e n d e n t  v a r  
S . D .  d e p e n d e n t  v a r  
A k a i k e  i n f o  c r i t e r i o n  
S c h w a r z  c r i t e r i o n  
F - s t a t i s t i c  
P r o b ( F - s t a t i s t i c )  
I N D U S T R I A L  S E C T O R  
D e p e n d e n t  V a r i a b l e :  0 - P R O F I T  
M e t h o d :  P a n e l  L e a s t  S q u a r e s  
D a t e :  0 8 / 2 6 / 1 3  T i m e :  0 4 : 2 5  
S a m p l e :  2 0 0 9  2 0 1 1  
C r o s s - s e c t i o n s  i n c l u d e d :  2 6  
T o t a l  p a n e l  ( b a l a n c e d )  o b s e r v a t i o n s :  7 8  
V a r i a b l e  
C o e f f i c i e n t  
c  
5 1 8 8 7 0 . 7  
D E B  
0 . 1 3 3 2 0 5  
C C C  
- 7 6 4 . 0 0 3 0  
L I Q  
0 . 0 5 1 2 5 0  
R - s q u a r e d  
0 . 5 8 2 1 8 1  
A d j u s t e d  R - s q u a r e d  
0 . 5 6 5 2 4 3  
S . E .  o f  r e g r e s s i o n  
1 7 5 6 7 9 1 .  
S u m  s q u a r e d  r e s i d  
2 . 2 8 E + I 4  
L o g  l i k e l i h o o d  
- 1 2 3 0 . 1 8 6  
D u r b i n - W a t s o n  s t a t  
0 . 7 7 7 0 8 7  
S t d .  E r r o r  
2 0 9 6 8 8 . 5  
0 . 0 6 6 0 7 3  
7 6 2 . 0 8 1 4  
0 . 0 3 0 5 2 2  
M e a n  d e p e n d e n t  v a r  
S . D .  d e p e n d e n t  v a r  
A k a i k e  i n f o  c r i t e r i o n  
S c h w a r z  c r i t e r i o n  
F - s t a t i s t i c  
P r o b ( F - s t a t i s t i c )  
t - S t a t i s t i c  P r o  b .  
1 . 1 5 0 4 8 6  
0 . 2 6 3 5  
1 0 . 3 5 8 6 0  0 . 0 0 0 0  
- 4 . 1 0 2 2 6 2  
0 . 0 0 0 6  
3 . 7 9 6 3 7 4  
0 . 0 0 1 1  
3 4 2 7 4 5 . 7  
5 3 4 9 9 3 . 2  
2 7 . 5 9 1 8 3  
2 7 . 7 8 8 1 7  
3 8 . 6 6 2 7 8  
0 . 0 0 0 0 0 0  
.  t - S t a t i s t i c  
P r o  b .  
2 . 4 7 4 4 8 4  0 . 0 1 5 6  
2 . 0 1 6 0 3 4  
0 . 0 4 7 4  
- 1 . 0 0 2 5 2 2  0 . 3 1 9 4  
1 . 6 7 9 0 8 5  0 . 0 9 7 4  
1 0 1 5 0 5 0 .  
2 6 6 4 3 8 3 .  
3 1 . 6 4 5 8 0  
3 1 . 7 6 6 6 5  
3 4 . 3 7 0 1 2  
0 . 0 0 0 0 0 0  
N i g e r i a n  A c a d e m y  o f  M a n a g e m e n t  J o u m a l  9 0  _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  _  
-------------------------Francis Kehinde Emeni and Peter Uruakpa 
NATURALRESOURCESSECTOR 
Dependent Variable: 0-PROFIT 
Method: Panel Least Squares 
Date: 08/26113 Time: 04:30 
Sample: 2009 2011 
Cross-sections included: 5 







Adjusted R-squared 0.507912 
S.E. of regression 69405.41 
Sum squared resid 5.30E+I0 
Log likelihood -186.1737 






Mean dependent var 
S.D. dependent var 




OIL AND GAS SECTOR 
Dependent Variable: 0-PROFIT 
Method: Panel Least Squares 
Date: 08/26/13 Time: 04:40 
Sample: 2009 2011 
Cross-sections included: 9 







Adjusted R-squared 0.187208 
S.E. of regression 4088895. 
Sum squared resid 3.85E+14 
Log likelihood -447.1889 






Mean dependent var 
S.D. dependent var 
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S E R V I C E S  S E C T O R  
D e p e n d e n t  V a r i a b l e :  0 - P R O F I T  
M e t h o d :  P a n e l  L e a s t  S q u a r e s  
D a t e :  0 8 / 2 6 / 1 3  T i m e :  0 4 : 4 8  
S a m p l e :  2 0 0 9  2 0  I I  
C r o s s - s e c t i o n s  i n c l u d e d :  1 5  
T o t a l  p a n e l  ( b a l a n c e d )  o b s e r v a t i o n s :  4 5  
V a r i a b l e  
C o e f f i c i e n t  
c  
1 6 1 2 5 4 . 6  
D E B  0 . 1 5 4 6 6 1  
C C C  
- 1 4 1 . 2 1 0 1  
L I Q U I D I T Y  
0 . 1 9 3 2 4 9  
R - s q u a r e d  0 . 1 8 7 6 5 0  
A d j u s t e d  R - s q u a r e d  0 . 1 2 8 2 1 0  
S . E .  o f  r e g r e s s i o n  7 8 2 7 3 2 . 2  
S u m  s q u a r e d  r e s i d  
2 . 5 1 E + 1 3  
L o g  l i k e l i h o o d  - 6 7 2 . 4 3 2 3  
D u r b i n - W a t s o n  s t a t  1 . 0 8 3 1 4 1  
S t d .  E r r o r  t  - S t a t i s t i c  
P r o  b .  
2 3 3 2 4 1 . 2  0 . 6 9 1 3 6 4  0 . 4 9 3 2  
0 . 0 6 8 2 6 9  2 . 2 6 5 4 4 8  0 . 0 2 8 8  
1 4 7 4 . 9 6 0  
- 0 . 0 9 5 7 3 8  0 . 9 2 4 2  
0 . 1 3 0 4 8 1  
1 . 4 8 1 0 4 4  0 . 1 4 6 2  
M e a n  d e p e n d e n t  v a r  5 5 1 2 6 5 . 7  
S . D .  d e p e n d e n t  v a r  8 3 8 3 1 4 . 8  
A k a i k e  i n f o  c r i t e r i o n  3 0 . 0 6 3 6 6  
S c h w a r z  c r i t e r i o n  3 0 . 2 2 4 2 5  
F - s t a t i s t i c  
3 . 1 5 6 9 4 8  
P r o b ( F - s t a t i s t i c )  0 . 0 3 4 7 6 5  
N i g e r i a n  A c a d e m y  o f  M a n a g e m e n t  J o u r n a . / 9 2  _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  _  
